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operations including, but not limited 
to, transportation, storage and han-
dling of donated foods, salaries of per-
sons directly connected with the pro-
gram and other program-related ex-
penses. Funds accruing from the collec-
tion of distribution charges which are 
determined to be in excess of program 
needs pursuant to paragraph (f)(4) of 
this section shall be used in accordance 
with that paragraph. Funds accruing 
from the operation of the program 
shall not be used for those costs which 
are unallowable under the cost Prin-
ciples in the Department’s Uniform 
Federal Assistance Regulations, 7 CFR 
part 3015, subpart T. These unallowable 
costs include, but are not limited to: 

(i) Bad debts; 
(ii) Contingencies; 
(iii) Contributions and donations; 
(iv) Entertainment; 
(v) Fines and penalties; 
(vi) Governor’s expenses; 
(vii) Interest and other financial 

costs; 
(viii) Legislative expenses; and 
(ix) Losses on other grants. 
(3) Segregation of funds. Distributing 

agencies and subdistributing agencies 
shall maintain two separate accounts 
for funds accruing from program oper-
ations. Funds accruing from the collec-
tion of distribution charges shall be 
maintained in an operating account. 
Funds accruing from the sale of con-
tainers, salvage of foods, insurance and 
recoveries of claims for the loss or 
damage of donated foods shall be main-
tained in a salvage account. 

(4) Excess funds. The distributing 
agency shall review the receipt and ex-
penditures of funds annually to ensure 
that fund balances are not in excess of 
program needs. At a maximum, the op-
erating account fund shall not exceed 
the sum of the previous year’s highest 
three-month expenditures. Funds ex-
ceeding this maximum shall be consid-
ered in excess of program needs unless 
the distributing agency provides suffi-
cient justification as to the need for 
such funds and receives approval from 
the FNSRO. FNSRO may determine 
that funds equal to or less than the ex-
penditures for the previous year’s high-
est three months are in excess of what 
is needed. In such instances, the dis-
tributing agency shall reduce the ex-

cess funds in the operating account by 
reducing distributing charges or re-
turning the funds to the contributor. 
The salvage account will have no set 
limit. FNSRO must, however, give 
prior approval to each deposit to or ex-
penditure from the salvage fund which 
is in excess of $2,500. The distributing 
agency shall impose upon subdistrib-
uting agencies and recipient agencies 
similar provisions for the use of such 
funds accruing from the operation of 
their programs. 

[53 FR 20426, June 3, 1988, as amended at 54 
FR 42476, Oct. 17, 1989] 

§ 250.16 Maintenance of records. 

(a) General requirements. (1) Accurate 
and complete records shall be main-
tained with respect to the receipt, dis-
tribution/use and inventory of donated 
foods including: 

(i) End products processed from do-
nated foods and 

(ii) The determination made as to li-
ability for any improper distribution, 
use of, loss of, or damage to, such foods 
and the results obtained from the pur-
suit of claims by the distributing agen-
cy. 

Such records shall also be maintained 
with respect to the receipt and dis-
bursement of funds arising from the op-
eration of the distribution program, in-
cluding the determination as to the 
amount of payments to be made by any 
processor, upon termination of proc-
essing contracts. 

(2) Distributing agencies shall re-
quire all subdistributing agencies to 
maintain accurate and complete 
records with respect to the receipt, dis-
tribution/disposal, and inventory of do-
nated foods, including end products 
processed from donated foods. Sub-
distributing agencies and recipient 
agencies must document any funds 
that arise from the operation of the 
distribution program, including re-
funds made to recipient agencies by a 
processor in accordance with § 250.30(k). 
Further, these documents should allow 
an independent determination of the 
specific accounts that benefit from 
these funds. 

(3) Unless a distributing agency 
maintains an offer-and-acceptance sys-
tem in accordance with § 250.48(e), the 
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distributing agency shall maintain ac-
curate and complete records with re-
spect to amounts and value of commod-
ities refused by school food authorities. 
School food authorities shall also be 
required to maintain such records of 
refusals. 

(4) Each processor, food service man-
agement company, warehouse, or other 
entity which contracts with a distrib-
uting agency, subdistributing agency 
or recipient agency shall be required to 
keep accurate and complete records 
with respect to the receipt, distribu-
tion/disposal, storage and inventory of 
such foods similar to those required of 
distributing agencies under this para-
graph. Where donated foods have been 
commingled with commercial foods, 
the processor shall maintain records 
which permit an accurate determina-
tion of the donated-food inventory. The 
processor shall also be required to keep 
formula, recipes, daily or batch produc-
tion records, loadout sheets, bills of 
lading, and other processing and ship-
ping records to substantiate the use 
made of such foods and their subse-
quent redelivery, in whatever form, to 
any distributing agency, subdistrib-
uting agency or recipient agency. Proc-
essors must maintain records which 
will permit a determination regarding 
compliance with the contracting provi-
sions required by § 250.30(f) (3) and (4) as 
well as maintain records used as the 
basis for compiling the processor per-
formance reports required by 
§ 250.30(m). 

(5) All recipient agencies shall be re-
quired to keep accurate and complete 
records showing the data and method 
used to determine the number of eligi-
ble persons served by that agency. 

(6) Failure by a distributing agency, 
subdistributing agency, recipient agen-
cy, processor, food service management 
company, warehouse or other entity to 
maintain records required by this Sec-
tion shall be considered prima facie 
evidence of improper distribution or 
loss of donated foods and the agency, 
processor or entity shall be subject to 
the provisions of § 250.13(e). 

(b) Length of maintenance. All records 
required by this Section shall be re-
tained for a period of three years from 
the close of the fiscal year to which 
they pertain. However, in instances 

when claims action and/or audit find-
ings have not been resolved, the 
records shall be retained as long as re-
quired for the resolution of such action 
or findings. 

[53 FR 20426, June 3, 1988, as amended at 67 
FR 65015, Oct. 23, 2002] 

§ 250.17 Reports. 
(a) Inventory reports and receipt of do-

nated foods. Distributing agencies shall 
complete and submit to the FNSRO 
semiannual reports regarding excessive 
inventories (as defined in § 250.14(f)) of 
donated foods, utilizing form FNS–155, 
the Inventory Management Register, 
except that distributing agencies shall 
submit monthly inventory information 
on form FNS–152, for the Food Dis-
tribution Program on Indian Reserva-
tions, and on form FNS–153, for the 
Commodity Supplemental Food Pro-
gram. FNS may require the use of 
other reporting formats. FNS may also 
require that form FNS–155 be sub-
mitted more frequently than semi-
annually if necessary to maintain pro-
gram accountability, and that any in-
ventory report be submitted less fre-
quently if sufficient to meet program 
needs. Reports shall be submitted not 
later than 30 calendar days after the 
last month in the reporting period as 
established by FNS. 

(b) Processing inventory reports. Dis-
tributing agencies shall complete and 
submit a quarterly processing inven-
tory report in accordance with 
§ 250.30(o). 

(c) Performance reports. Monthly re-
ports of performance shall be sub-
mitted by processors to distributing 
agencies in accordance with § 250.30(m). 

(d) Commodity acceptability reports. 
Distributing agencies shall submit to 
the FNSRO reports relative to the 
types and forms of donated foods which 
are most useful to recipient agencies in 
accordance with § 250.13(k) of this part. 

(e) Other reports. Distributing agen-
cies shall complete and submit other 
reports relative to distribution oper-
ations in such form as may be required 
from time to time by the Department. 

(f) Report transmission. Where a report 
is to be postmarked by a specific date 
and such report is transmitted by 
means of a facsimile machine, the date 
printed by the facsimile machine on 
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